“Welcome to

- HUD’s
RESPA Reform
- Roundtable



“Goals for RESPA Reform

e Simplicity
e Clarity
e Transparency

o Greater Certainty of Costs



The Good Faith Estimate



Good Faith Estimate
of Settlement Costs (GFE)

Name of Onghator Bomgwer
Property Address : Address
Phone

About Whatis a GFE? This GEE gives you an estimate of your setfement costs and Toan terms if you are
Your GEE approved for this foan.
How should you usa this GFE to shop for the bast loan? You are the only one who can shop for the
best loan for you. You should compare this GFE with other loan offers. By comparing loan ofers, you can
shop for the best lozn. Use the table on Page 4 to compare &l the offars you receive.
This termns and conditions of this GFE are valid for 10 business days from this date 1 I -
Koep this GFE to compare with yoyr actual costs at settlement.
Summary Your Lean Details

of Your Loan
Terms for This
Estimate

Your loan amount will be; %

Your boan is [} A Fixed Rate Loan O An Adustable Rate Loan

Your interest rate ) % nitially, than & wi adjust. The intarest sato
adpssurant will be basad o the
indem and can change up to EHITENTAGE POINTS
Your frst adustment will oceur in fmonths
o yoars)

Your loan term yoors yaars

Your monthly payment for 3 §

principal, interest, and any

The mairum your monthly peyment for peincipal,
mortgage msurance

intamst, and any mottgage insurange could be is
$

First page of 2004 GFE
would have included:

 Borrower information
e How to use the GFE

* Summary of loan
terms

e Summary of total
estimated charges

Your Settlernent Costs

Your Adjusted Crigination Charges (e tems 1 a1d 2 on pags 2

Your Charges for All Other Settlement Services [see items 3 theough 70 on pege 2




Understanding
Your Estimated
Settlement
Charges

~ Good Faith Estimate
B o iomen Cos GFE

Your Charges for Loan Ongingtion

1. Our service tharge
These charges a2 fos the servites we provide when we get and prooess
this. inan for you.

2. Your cradit or charge for the specific interest rate chosen {points}
{} The cradit ar charge for the intorest rate you have chosen is inchudad in
“Our servdce charge.” {Sas tem 1 above}

{1 You receive 4 eradin of § Far this imterost tate f %,
This credit reduces your upfrant chargas.
£l Yo pay & charge of § for this interest eate of %.

This paymant {distoont poines) lageasas you upfrom chargas,
{See the 13bie on page 3 to sea how you C3n changs this charge or credit
by chaoting 5 diffazpat interast £a00.}

A Your Adiusted Origination Charges

Your Charges for All Other Sottfgment Servicas

3. Required 2rvices that we sebeet
These chergus sve for servicss wa requira to compiete your settlomunt,
Wa wilt choose the providers of these servisas.

Service Coat

£. Tive services arwd Jonder's titke insurance
This charge inchudes the sanveas of & title agent, {or axample, and ttle
insurance 1o protadt tha hendsr, # required.

5. Required services that you can shep for
Yhesa chizges are for cther services that are required 1o complate your
settternent, We can rafer you to providers of these services o you can shop
far thars yourself. Ow ostimates for groviding thote servicey sre elfow.

Sarvice Cost

-

Taves and Foos
This chargs indudes stats and lotal takes and fees.

7. Reserves or escrow
Fhiz charge & hald in an sserow account to pay recurring charges an your
propeity. such 25 property tasxes of msurance.

8. Dadly intorest charges
This charge is for the daily imesast on yeur loas fram the day of your
sottiomant untll tha first Swy of the rext momth or tha fiest day of year
notna Mortgage payrnent Gycla, For this lam, this smount % §
por day for  days {f your dosing date is LA S )

9. Homaownor's insurante

This charge is for the insurance you must buy for the property to protect
from a foss, such as fire,

0. Optionsl ownar’s titly insurance .
This charge is for sdditional insurance you can choose 1o buy to protect
yourself {rom tithe defects.

B8 |  Your Charges for Afl Gthor Sctffoment Scrvices

S

«

A+ 8 = Total Estimated Settfement Charges _ ‘

2

Second page of 2004 GFE
form would have included:

 Origination charges,
including YSP and
discount points
disclosure

* Short descriptions of
settlement charges

e Total estimated charges



A Goed Faith Estimate
- of Settlement Costs (GFE}

Undefsta“diﬂg The chaes [81ed 00 page 2 are 8T part of the tolaf estimated 3omount et yoo vall heve 10 pay at
Which Charges settlement. Below we iist which chargas can thange a1 settiement. Some of the chatges can appearin
E mare than o saction, depanding wpon vho thooies the prosider of the serdce.
Can Change at
Sattlement Thase charges cannot increase at settlemant:
1 O sorvice chonge
2. ¥ charge o cradir for the spacific intarest rate chisen (after voul lock iy yoar siterest rarad
The sum of these charges cannot increase more than 10% at settfernent:
3. Required services that vay select
&, fidle sornvicns ancd krndarcs vl insurance H we gekeer tham o you use providers seferred by usy
5. Requirect services that you caa shop for 67 you cie prwvidirs efemed by us)
These charges can change ot settfemont:
4. Titie sandces and lendars tile insurance §f you chome themi
5. Required sarvices that you can shop for # you choose them)
&, Tangs and foas
T Retmnens o1 euceow
8. Caily intarest rate charges
9. Homeowners inswarce
10. Opticnal owarrs title insurance
Understanding
N . A i
the Trade-off The loan in this GFE T tats
Between the - "
Charges for Your | 0 o0 emeT
Loan and Your Your mteres e % % %
interest Rate How mgch your monehiy 5 3 5
paymerk wift b
o much mute of Tess g Mo Change ) ‘féuw'e Py § Youmit pay §
morhly paymisits from this GFE ‘e oveiy month fagen moety month

How werrch mgre or less you will N Chacrge ok dowver mersl Yowr Faghws intatest

oy at aettlement with th rosto sl rise your rate wil foerer oot

eIt Fete & <oats by 1 cozts by
3 3

Pows mwith your tetal estimated 3 ] 4]

settlenent duarges wifl be

We have offared you 3 partisalas Imerest 1219 and estineted sotdement cosis in ths GFE B, it is i
tamt that you sew brow this foan compares to others that you could thooss,

= Hyosi want 15 chovss 3 fosn with g lower intarest rate. then you will have highsr settlement cogts.
8 Hyons want 1o choose o fosn with fowsr sottlament coots, then you wifl Bave 2 higher Isterust rate.

Tha teble sbove shaws Fow thie fosn that wo've offerod you in this GFE compares to thase difizrerd
options. The loan in this GFE 1 m the frst colmn. In the middis colurm < 3 lan with 3 lowee witanast
rate. n Dve fast colume iy a loan with lowar setthement 2osts

If pouwrssiled fikes ane of dsise oplinas, you can azk for 2 new GFE

H this fean offar is for an adjustable rate morigans, the compadssns in the tabla as for the inftial interesr
mta bofore ary adivstmsnts 51 mads.

Proceeding with
This Application

If yosu would Bke 10 procood vith this morigags apphication, you must pay 3 fna of § which
vill b apphed toward your sottlemnent costs, .

Fhe nterest rate and points on this GFE are availabls unti f___F . ARer thot, they foat untl your
lock. You et ook in the Muersst iors ot loost ey Befor zetthement

Third page of 2004 GFE
form would have included:

* Description of tolerances

e Chart describing effect of
higher or lower interest
rate on settlement charges

 Explanation of how long
costs provided in GFE
remain unchanged.



* Fourth page of the GFE form, contemplated in 2004, would
have consisted of a shopping page, allowing consumers to
easily compare different loan offers. |

Mbrtgage Shopping Chart

» Use this chart to compare Good Faith Estimates (GFEs) and Mortgage Package Offers (MPOsj). Fill in the information by
using a different column for each GFE or MPO you receive.

» By comparing loan offers, you can shop for the best loan offers, you can shop for the best loan.

Loan 2 Loan 5 Loan 6

Loan Originator Name

Loan Details

Loan Amount

Interest Rate

Loan Term

Monthly Payment

Total Estimated ’
Settlement Charges




Consideration of

GFE Tolerances

e In 2002, HUD proposed to establish d1fferent
~ tolerances for various categories of settlement
services. |

-» In 2004, HUD would have simplified the
tolerances. The originator’s charge would still
have been fixed, but instead of other third party
charges each having a 10% tolerance, the sum
of those charges would have had a 10%
tolerance.




Yield Spread Premium
(YSP) Disclosure



eIn 2002, YSP and discount

r.

Good Faith Estimate
of Settlement Costy (GFE}

Understanding Your Charges for Loan Origination

Your Estimated Y. Our sarvice chargs

Settlernent These chargas are for the sarvices we provide whenr we get and process
Charges i foan fof you

points would have been
disclosed as ““interest rate

“Crur service charge.” {See tem 1 abovel

{7 You weaeive & credit of §
This credit raduces your uptrant charges.

] Vous pay & charge of 8

1y cheasing 1 dferest Intorest £atd.}

Your Charges for All Other Settfernent Services

2. Your credit or charge for the spocifie interest rate chosen {points}
{1 The ciedil or thargs for the intarest rate you have chosen is included ia

for this interest rme of .
for this intarest rate of %.

This payment (discqunt pointTst incrastes you upfront charges.
iSee the tabie on page 3 {6 see how you can change this cherge or credit

A Your Adjsted Originstion Charges 3

dependent payment.”

* In 2004, they would have

3. Reguired services that we sebect

Wa wilt choose the providers of shase services.
Service

These charges sre for servives we require to complete your settlammnt,

Cost

been the “credit or charge

for the specific interest

4. Title services and londar’s title insurance

This charge indhuties the sorvices of o title agent, lor example, and Ll

rate chosen.”

Your Charges for Loan QOrigination

1. Qur servics charge

thig Inan far yoa,

These chargas are for the services we provide when wa get and process

You receive a erediz of §

[1 Yeu pay & charge of §

2. Your credit or charge for the specific interest rate chozen {points)
[ The credit or charge for the intersst rate you have chosan is included in
"Our service charge.” {5ee item 1 above}

This credit reducas your upfrant charges.
This payment {discount points) increasas your upfrant charges.

{See the table on page 3 to see how you can change this charge or credit
E:-y mmsing a diffgrent Intarast rate.)

far this interest rate of .

for 4hiz interost sate of oL

Yeur Adjusted Qrigination Charges

10



* In the GFE, contemplated in 2004, section 2 for brokers would
have shown a charge or credit by a check in the second or third
box. The amount of charge or credit was contemplated to be
determined based on the par rate for the loan.

* In the GFE, contemplated in 2004, the amount in section 1 for
brokers would have included all fees received for loan
origination, including any payments from the lender to the
broker.

Your Charges for Loan Origination

1. Qur sarvice charga

These chargas are for the services we provide when we get and process ' |
thig toan for you, $435 00.00

2. Your credit or charge for the specific interest rate chesen (points)
[ The credit or charge for the interest rate you have chosen is includad in
"Our service charge.” (5ee item 1 above}
Kl You receive a eredit of 8§ 1,700.00  for this intersst rate of 6 %.
This cradit reducas your upirant charges.

[ Yeu pay a charge of § for this interest rate of %
This paymant {discourt points} increasas your upfrant charges.
(See the teble on page 3 to ses how you can change this charge or credit 5
-$1,700.00

by choosing a diffarent intorest rate.)

Your Adjusted Origination Charges KRG AR08

11



» In the GFE, contemplated in 2004, a lender could have chosen a
charge or credit for the interest rate in section 2, or include the
charge or credit in its service charge in section 1. If the lender
included all in the service charge, then the lender would check the
first box in section 2 and enter zero on the right.

e In the 2004 GFE, if the lender entered zero in section 2, then the
amount 1n section 1 equaled “Your Adjusted Origination
Charges.” |

Your Charges for Loan Origination

1. Our service chamga ,
These charges are for the services we provide when we get and process Q
thit loan far yeu. ' , $2=800'00 l

- 2. Your credit or charge for the specific interest rate chozen (points)
Kl The crediy or charge for the interest rate you have chosen is included in
"Our service charge.” (See item 1 abovel

[1 You recaive a eredis of & for this interest rate of %
This credit reducas your upfrant charges.
[1 Yeu pay & charge of § for this internst vate of %
This paymant {discount points increases your upfront charges.
{See the table on page 3 to see how you can change this charge or credit $ 0.00

by choaslng a diffaront intorest rate.)

s 280000 |

Your Adjusted Originstion Charges

12



Mortgage Packaging



In 2004, to qualify for safe harbor from
RESPA section 8, a mortgage packager must
have provided: |

« Guaranteed price for most settlement services
necessary to close the loan; and

o Interest rate that is fixed or would have changed
only according to posted pricing.

14



In 2002, HUD proposed: In 2004, HUD considered:

* Guaranteed Mortgage .
Package Agreement
(GMPA);

e Guaranteed price open for
30 days;

e No upfront fee; and o

* GMPA would not have  °
required itemization of
services at time of
application,

Mortgage Package Offer
(MPO) instead of GMPA;

Guaranteed price open for
10 days;
Nominal upfront fee

would have been allowed;
and -

MPO would have
required packager to
indicate whether package
included certain services.

15



Mortgage Package
Offer (MPQ)

Bosrowier

Address

Name of Orniginator

Property Addréss

Phone

About Your
MPO

What is an MPO? This MPO is an offer for 2 mortgage loan from us that includes:

W A guaramesed price for 3 package that inchsdes most of the settlemaent services needed t get the loan,

B An kterest mte and points that are guaranteed  you accept this offer andlockinby ____7_ /|
COthererise, they wil foat until you lock.

B Az agreement that binds us to provide you the loan desaibed in this document | you are approved for
this loan.

This MPQ is based on your statements that your gross monthly income is § . the value

of the propertyis & and or 3 creckt anslysis that wa conduct We will verify your monthly

incoma, the property value, your it rating, and other information that you've provided to us,

How should you use this MPO to shop for the bast Foan? You are the only one who can shop for the best

loan for you. You should compare this MPC with other foan offers. By comparing loan offers, you can shop

for the best ivan. Use the mble on page 4 to compare alf the offers you receive.

The tertns and conditions of this MPO are valid for 16 business days fom this date / /

Keep this MPO to compare with your actual costs at settlernent.

Summary

" of Your Loan

Terms for This

Your Loan Details

Your loan amount wil be: B3 ]

The first page of the
contemplated 2004 MPO
was the same as the first
page of the 2004 GFE. It

included;

 Borrower information
* How to use the MPO
* Summary of loan terms

e Summary of total
estimated charges

Estimate “four loan is {1 AfmedRatoloan || 13 An Adjustable Rate Losn

Your interest tate % % initdly, then it will adjust, The interost rate
adustment will be bawnd on ths
index and can changeup to PeTENTage pomts
Your first adjustrent will occur i {rontie.
o years)

Your foan term yoars yaars

Your snomhiy paynrent for 3 ¥

principal, nterest, and any The maxmure your morthly paymant for pancial,

mortgags insurance nierest, and any meortgage nsurance could be i

. 3
Yout tate lock period days, After you keck is your intervst rale, you must go to settfemant
within this number of days 1o bo quarsntesd this interast rate.

Charge for Your Guaranteed Mortgage Package (item T on page 2)

Charge or Credit for the Specific Interest Rate Chosen (ftem 2 on page 2

Estimated Charges for Settlement Services Outside the Package (tems 34 on page 2)

Total Estimated Settlement Charges _

16



Understanding
Your Settlement
Charges

Charge for Your Guaranteed Mortgage Package

1. Your g d mortgage packag
Your guarantesd mortgage package is one fixed price for mast of the servicec
that you will need to get your loan. This price cannot change before setilement.
This package includes the charges for the following services, § needed:
Service charge
This charge & for the services we provide when we process this loan for you,
Crther cequired settlement serviges
This charge & for certain services we require to complete your settiement, for
oxsmple, an apprasal, credit report, or survey. We will choose the providers of
these senvices.
Title servicas and fander title insurance
This charge inchides the samvices of & settlement agem, for example, and tithe
nsurance to protect the fonder, if required,
Taxes and fess

This charge Inchudes state and local taxes and fees.

2, Your cradit ar charge for the specific interest rate chosen {points)

[J You receive a credit of § for this interest rate of %,
This credit redices your upfront charges.
[3 You pay a charge of $ for this interest rate of %,

This payment fdiscownt points) icresses your uplront charges,
{See the table on page 3 to see how you can change this charge or

Estimated Charges for Settlement Services Qutside the Package

3. Resarves ar escrow
This charge It hefd in an escrow account o pay recurting charges on your
property, such as proparty taxes or insurance.

~

. Daily interest charges.
This charge is for the dally interest on your loan from the day of your
settlement untd the first day of the next month or the first day of your
nornal morngage payment aycle. For this loan, this amount is §

perdayfor  days (if your closing dateis ___/___ /)

5. Homeowner's insurance

Thits ¢harge is for the inserance you must buy for the property to protect
from a loss such as fire.

6. Optivnal comer’s titie insurance

“This charge is for insurance you car choose to buy to protect yourself from
titlo defects.

Estimated Charges for Settlement Services Outside the Padkage _

L S eeeasasnsee |

Charge for Your Guasranteed Mortgage Package w 4

crecit by choosing o different interest rate.)
Charge or Credit for the Spedfk Intorest Rate Chosen _ <

<

Services contemplated to
be included in the 2004
MPO package were:

e Appraisal
e Credit report
e Government charges

e Title insurance and
closing services

* Mortgage Insurance
e Survey

e Pest inspection

Services That

Will Be in This Yos

Package

Property Appraisal
Credit Report
Pest Inspection
Survey

oonoQ

oooog

Closing Services

Title Search

Title Examination
Lender's Title Insurance

As part of this mortgage package, we will obtain certain services as indicated below.

oooo g
oo g

17




Understanding
Your Settlement
Charges

‘ Mortgage Package
Charge for Your Guarantead Mortgage Package Offer (P%PO!

1. Your guaranteed mortgage package
“our guaranteed mortgage package s one fixed price for most of the services
that you will need to get your loan. This price cannot change before setdement,
This package includes the charges for the lollowing services, f needed:
Service charge
This charge is for the services we provide when we process this foan for you.
Gther required settlament services
This charge is for certain services we require to complete your settlement, for
axample, an appraisal, credit repoct, or survey We will choose the providers of
these services.
Title zarvices and londar’s title insurance
This chatge inchudes the services of a settlement agent, for exsmple, and title
insurance to protect the lender,  required. -
Taxes and fees
This charge inchides state and local taxes and faas.

Charge or Credit for the Specific Interest Rate Chosen (Paints)
2. Your credit ar charge for the spacific interest rate chosen {points}

] You receive a credit of $ {or this interest rate of %.
This credit reduces your upfront charges.

[} You pay a charga of § for this nterest rate of %,
This payment (discount paints) increases your upfront charges.

{See the tablfe on page 3 to sea how you can change this charge or

Estimated Charges for Settloment Services Outside the Package

Charge for Your Guaranteed Mortgage Fackage 4

credit by choosing a different interest rate.}
Charge or Crodit for the Spodfic interest Rate Chosen _ 4

3. Reserves or escrow
This charge is held in an escrow accourt to pay recurting chargas on your
property, such a5 property taxes or insurance,

4. Daily Interest chargos
This charge is for the daily imterast on your loan from the day of your
settiernent until the first day of the next month or the first day of your
normal mortgage payment cycla. For this loan, this amount is $
perdayfor  days @ your closing date is I A X

$. Homeewmaers inwursnce

This charge is for the insurance you must buy for the property to protect
from a loss such as fire.

6. Optiskal cwmer's title insurance

This charge is for instrance you can choase to buy to protect yourself from
title defects.

. Estimated Charges for Settlemuent Services Outside the Package |1 <

Totat Estimated Settlement Charges _ <

Charges That
Can Change

M of the charges listed 2bove can change at setement except for the Charge for Your Guaranteed
Mortgage Package and the mertgage insurance, The Charge or Credit for the Specific interest Rate

Chosen can change until you lock in your interest rate.

Services That
Wil Be in This
Package

As part of this mortgage package, we will obtain certain services as Indicated below,
Yos

Closing Services

Tale Search

Title Examination

Lenders Title Insurance

Praperty Appranal
Credit Report
Pest [mspection
Survey

oo §
coooz
mIwEmin i

a
]
ju]
]

Services contemplated to
not be included in the
2004 MPO package were:

* Reserves or escrow
* Daily interest charges
* Homeowner’s insurance

e Owner’s title insurance

18



Understanding
the Trade-off
Between the
Charges for Your
Loan and Your
Interest Rate

Mortgage Package
ol Uil

mg im“ in dﬂs MPO m'm o

Your losh seacunt % ;3 $

Your interest rate % % %

How much your monthly 5 5 H

payment will be

Howr much more or fess in HNo Change You wiHl pay $ Yous wit pay &

moenthy payments from this MPQ less svery month mora gvery month

How much more or fess you will No Changs ‘onir dowar tarest Your Highar interest

pay at settlement with thi ate #ili raise your rate will lowar your

interest rato & 2 0osts by L Nt costs by
3

How much your total estirsated 5 % k3

zettlomont charges will he .

'We have offered you a particular interest rate and estimated setflement costs in this MPO. But, itis
important that you see how this loan compares to others that you could choose,

& if you want 1o choose 2 loan with a lower interest rate, then you #ill have highar settfement costs.
w {if you want to choose 2 loan with lower settlement costs, then you wil have a higher interest rate.

The table above shows how the loan that we've offered you I this MPO compares 10 these different
options. The Joan in this MPO s in the first column., ir the middle colurnn is a loan with a fowar Interest
rate. In the last column is 2 loan with lower sottlement eosts.

1 you want one of these optlons, you can ask for a new MPO.

if this loan offer is for an adjustable rate montgage, the comparisons in the table are for the initfal interest
rate hafore any adjustmants ae mads. )

Accepting This
Mortgage
Package Offer

YWhat should you do if vou want t¢ accept this offer?

1 Youwill needtopayafee of § which #ilf be applied towands your setfement charges,
2. You will need to decide 1o lock in an intarest rate now or later. Check the option your would lke:

0 1wantto accept the offer by signing below and locking in the interast rate now,
O 1 want to accept the offer by signing below and 22l vait to lock I the Inmerest rate.
i realize | must fock in the interest rate at feast days before settlement.

What happens once you accept this offer? We will verify your monthly income, the proparty value, your
credit rating, and other information that you've provided to us, We may ask you for more information,
Then we will complete the evaluation of your mortgage application. i you are approved, we will provide
the mortgage loan and settlement services exactly as we've outlined in this offer.

What if you are not sure you want 1o accept this offor? This offerof £ {Guaranteed
Mortgage Fackage Charges), {Interest Rate), and & {Charge or Credit for
the Specfic interest Rate Chosen) is vakid until / 7 (chate).

From / / antl /. /. . the package price is stilf guammeed; but the interest
rate and points offerad will float. The interest rate and points will stop Reating when you lock them. You
can find current interest rates and points options by going to:

#you do not éccep‘: by /. ! . this offer will expire.

Qur Signature Date

Your Signature Date

Third page of the 2004
MPO form would have
included:

* Chart describing effect of
higher or lower interest
rate on settlement charges

* Explanation of how an
MPO could have been
accepted

19



* Fourth page of contemplated 2004 MPO form would have
included a shopping page, allowing consumers to easily
compare different loan offers.

Mortgage Shopping Chart

» D
2 art to compare (ood Fa ate ang iviorigage Fackaqe QOfie O e informaltion b
)
(4 a glifere O Or a8 O O vou receive

= Ompa U 10an one O ] QO 10 SHEIC Odll O1e ’ c QP 10 SHAIS (el

Loan Originator Name

Loan Details

Ldan Amount

Interest Rate

Loan Term

Monthly Payment

Total Estimated ' ’
Settlement Charges

ZU




Interest Rate Guarantee

* In 2002, interest rate * In 2004, interest rate

could change only based  ¢ould change only based
on publicly available on posted pricing.
index. |

21



Other Issues in Packaging

e Material change?

e Calculation of finance charge?

22



Packaging Options



In 2004, industry would have been permitted to offer
Settlement Service Package (SSP) to be used with GFE
or MPO. The SSP would have included:

e Title services;

* Government Recording Fees and Transfer Charges; -
and

e Other lender required settlement services that the
borrower can choose.

The SSP may have included owner’s title insurance
for a separate additional charge.

24



In 2004, no restriction on who could
offer an SSP: '

‘» Title insurers e« Lenders

* Escrow companies -« Mortgage brokers

* Real estate firms e Affinity groups
-« Title agents * Pest inspectors
* Surveyors - e Attorneys

e Anyone

25



In 2004, HUD would haveréquired that a
Settlement Services Packager:

e Must disclose:
— 30 days to shop
— SSP becomes part of GFE or loan package

¢ Must provide a guaranteed lump sum price for charges
and services within SSP; and

e Must provide a firm offer that includes an itemized list of
services contained in SSP.

26



How Would SSP Work With GFE?

e Zero tolerance for SSP price.

* SSP provider would be responsible to borrower for
providing all services contained in SSP.

27



How Would SSP Work With MPO?

* SSP would have been marketed to MPO packager or to
consumer.

e Price of SSP would have been paid by MPO packager in
both cases.

« HUD would not have required MPO packagers to use a
particular SSP in their mortgage packages just as lenders
today cannot be required to use a particular settlement

agent.

Y



HOEPA Loans in
Packaging



In 2002, HUD proposed:

* Loans with total fees or
a rate covered by the
Home Ownership and
Equity Protection Act
(HOEPA) were
proposed to be excluded
from packaging safe
harbor.

In 2004, HUD considered:

One year after effective date
of any final rule, the
packaging safe harbor would

have been permitted for
HOEPA loans.

If HOEPA loans can be
included 1n the packaging safe
harbor, should HUD require
housing counseling to be
offered to HOEPA loan
recipients before package
offer can be accepted?
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- Cures and Remedies



Cure for Packaging Violations

e In 2002, no cure * In 2004, HUD considered possible
was proposed. cure. Packager would not lose safe
harbor if 1t cured any packaging
violations within specified time.
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Remedies for Packaging Violations

In 2002, HUD

proposed loss
- of safe harbor.

In 2004, if packager violated packaging
requirements and failed to cure, HUD
considered as possible remedies that the
packager would have been subject to:

e Section 8 sanction by HUD;

e Private section 8 action; and/or

e Private contract action.
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Remedies for GFE Violations

e In 2002, HUD e In 2004, HUD would have
proposed that where fee  removed provision on
exceeded tolerance, borrower withdrawing

absent unforeseeable
circumstances,
borrower would have
been able to withdraw
application and receive ~ under state law.
a full refund of all loan

related fees.

application. Failure to meet
tolerances may have
constituted unfair practice
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